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Money Market in December 


The principal influence on the money market during 
December has been the usual demand for currency inci- 
dent to the Christmas trade. In the four weeks ended 
December 20 a total of nearly $200,000,000 of currency 
was withdrawn from the Reserve Banks and there were 
further withdrawals in the remaining days before Christ- 
mas. For the country as a whole the currency demand in 
this period was about double that of the corresponding 
period last year, and, as the accompanying diagram indi- 
eates, was slightly in excess of the usual seasonal move- 
ment. For the whole period since the end of August, 
however, the changes in the volume of currency outstand- 
ing have corresponded closely with the estimated seasonal 
requirements. Previous to the end of August, currency 
movements for several months had been greatly influ- 
enced by the return flow to the banks of currency that 
had been hoarded previous to the bank holiday. Prelimi- 
nary reports on retail trade appear to indicate that the 
larger December currency demand than a year ago 
reflected a Christmas trade which was more in accord 
with the usual seasonal development than that which 
occurred in December of last year. 

In New York the currency demand this year was 
somewhat smaller than a year ago, contrary to the move- 
ment for the country as a whole, but the New York money 
market sustained other large demands for funds during 
the month. In the first week of December there was a 
heavy outflow of funds to other parts of the country, 
apparently reflecting interest and dividend disburse- 
ments and other first-of-month expenditures by corpora- 
tions having head offices in New York, and in addition 
Treasury withdrawals of funds from depositary banks 
were made in substantial amount. The combined effect 
of these transactions was more than sufficient to wipe 
out the excess reserves held by the New York City banks 
at the end of November, and, consequently, the banks 
sold acceptances in substantial volume to improve their 
reserve position. Some of these acceptances were sold 
directly to the Federal Reserve Bank of New York and 
others were sold to dealers, who in turn found it neces- 
sary to sell a part of their holdings to the Reserve Bank. 
In this way the reserves of the New York banks were 
Maintained in a volume slightly above requirements. 

In the second week of December there was a return 
flow of commercial funds from other districts and a small 
return flow of currency, but the banks, anticipating 
further withdrawals of funds for the Christmas currency 
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demand and for the year end, continued to sell accept- 
ances in large volume, and a considerable part of these 
acceptances were purchased by the Reserve Banks. This 
resulted in a moderate accumulation of excess reserves 
in the New York banks, which was increased substan- 
tially on December 15 by Government redemptions of 
maturing securities and interest payments, so that excess 
reserves rose temporarily as high as $170,000,000. 
During the last ten days before Christmas large 
withdrawals of Government deposits were made and 
approximately $25,000,000 of currency was paid out by 
the New York banks. The accumulated excess of re- 
serves, however, was sufficient to meet most of these 
requirements, and was supplemented by a moderate re- 
turn flow of funds from other districts, so that offering- 
of acceptances to the Reserve Bank diminished, and 
money conditions became slightly easier rather than 
firmer in the latter part of the month. 

As the diagram indicates, there is usually a heavy 
return flow of currency to the banks beginning immedi- 
ately after Christmas and continuing until the end of 
January. This movement ordinarily is about equal in 
magnitude to the whole of the seasonal increase in the 
volume of currency outstanding during the last five 
months of the year, which in 1933 totaled about $250,- 
000,000. This movement, which frequently is accom- 
panied by the easiest money conditions of the year, has 
pow started. 
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Money Rates 

As the following table indicates, money rates at the 
end of December were rather generally higher than a 
month earlier. During the month Stock Exchange call 
money was advanced to 1 per cent for the first time since 
August, and quotations for Stock Exchange time money 
advanced proportionately ; the rate on 90 day bills was 
¥% per cent higher virtually all of the month, returning 
to the previous level only on December 29; the prevailing 
rate for open market commercial paper rose slightly 
further ; and yields on short term Government securities 
were a trifle higher at the end of December than a month 
earlier. However, the advance in money rates occurred 
largely in the first half of the month and the tendency 
was toward slightly lower levels as the month closed. 


Money Rates at New York 


Dec. 30, 1932|Nov. 29, 1933/Dec. 29, 1933 


Stock Exchange call loans 
Stock Exchange 90 day loans 
ime commercial paper 
Bills—90 day unindorsed 
Custo ’ rates on commercial loans. . 
Treasury securities 
Maturing March (yield) 
Maturing June 
Federal Reserve Bank of New York re-| 
discount rate 
Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 


* Nominal t Average rate of leading banks at middle of month 


Member BANnkK CREDIT 

The total loans and investments of weekly reporting 
member banks increased slightly during the four weeks 
ended December 20, due to further substantial purchases 
of Government securities. In New York City there was 
some increase in security loans and a small increase in 
holdings of Government securities, partly offset by re- 
ductions in other security holdings and in acceptance 
holdings, so that the total earning assets of the principal 
banks showed no material change. For the reporting 
banks in the remaining 89 cities covered by the weekly 
data, the principal changes were a small reduction in 
loans other than security loans, probably seasonal in 
character, and a substantial increase in holdings of 
Government securities. Total loans and investments of 
these banks increased $64,000,000 to the highest level 
since the middle of August. During this four month 
period the net demand and time deposits in these banks 
have increased gradually to the highest levels since 


March i932. 
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During the first part of December withdrawals of 
funds from the New York money market caused the City 
banks to sell a considerable volume of bills from their 
portfolios. A part of these bills were sold to the bill 
dealers, who in turn sold some of them to the Reserve 
Bank, and a part of the bills were sold directly by the 
New York banks to the Reserve Bank. As a consequence, 
the purchased bill holdings of the Federal Reserve Banks 
rose $92,000,000 between November 29 and December 13, 
following a small rise toward the end of November, and 
dealers’ portfolios increased moderately. In this period 
the investment demand for acceptances was light, and 
during the first week of December the dealers raised 
their rates for 30 day bills by 1% per cent and rates for 


60 and 90 day bills by %& per cent. Some dealers also 
raised 4 to 6 month bills by 4% per cent but the volume 
of these maturities in the market was inconsequential. 

In the second half of December, reflecting the more 
comfortable reserve position of the New York banks, the 
supply of bills offered to the discount market was much 
smaller, but, due to a continued lack of investment de- 
mand, dealers’ portfolios continued to rise. These port- 
folios, however, placed the discount houses in a position 
better to supply the large investment demand which 
usually develops after the year end. As the month jf 
closed, there was a reduction of ¥% per cent in open § 
market rates for bills. After December 13, Federal 
Reserve bill holdings declined slightly, due to an excess 
of maturities over new offerings of bills. 

In November, the volume of dollar acceptances out- 
standing showed a further seasonal increase of $21,000,- 
000 to $758,000,000 on November 30. Holdings of accept- 
ing banks and bankers accounted for $599,000,000, or 79 
per cent of the total outstanding, a slightly smaller pro- 
portion than at the end of October. The November rise 
in outstandings was the result of seasonal increases in 
export and domestic warehouse bills, partly offset by a 
sizable drop in bills based on goods stored in or shipped 
between foreign countries. 


CoMMERCIAL Paper MARKET 


Prime commercial paper continued to be sold at a 
range of 114-11% per cent until just before the middle 
of December when rates advanced somewhat, in keeping 
with some slight firming in other short term money 
rates. Subsequently, the prevailing rate for 4 to 6 month 
prime paper was quoted at 114 per cent, with a dimin- 
ished volume of business at 114 per cent and some names 
priced at 134 per cent. The 114 per cent quotation is the 
same as that in effect from July to September. Bank 
investment demand for paper, although somewhat less 
active than in November, remained sufficiently large to 
absorb new drawings of paper coming into the market. 

At the end of November, the amount of commercial 
paper outstanding through reporting dealers was $133,- 
000,000. This represented a further increase of 3 per 
cent during that month and a rise of 22 per cent over 
the amount outstanding in November 1932. 


Security Markets 


Prices for domestic corporation bonds continued dur- 
ing the first half of December the rise which was initi- 
ated in the last week of November. As a result, price 
averages, both for high grade and medium grade bonds, 
recovered to about the levels prevailing at the close of 
October, as the accompanying diagram indicates. After 
the middle of December, however, corporate bond prices 
exhibited irregular movements, but near the close of 
the month representative price averages were still 3 
to 5 points above the November lows. Average prices of 
foreign dollar bonds quoted in this market also showed 
an advance for the month. 

United States Government bonds fluctuated within a 
range of about 1 point during December, as compared 
with an average variation of more than 3 points in 
November. Liberty Loan bonds had a net advance of 
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nearly 14 point for the month, while Treasury bonds lost 
about 14 of a point, both groups closing the month 
nearly 1 point above the November lows. 

Stock prices, like bond prices, advanced somewhat fur- 
ther during the first part of December, reaching their 
highest level of the month on the 11th. On that day, 
averages of prices in general were about 20 per cent 
above the low point of October 21 which marked the cul- 
mination of the July to October decline. Subsequently, 
prices declined somewhat, losing by the 21st approxi- 
mately 40 per cent of the net advance of the previous 
seven weeks, but in the closing days of the month prices 
showed a net advance as a result of irregular move- 
ments. Trading on the Stock Exchange remained rather 
inactive throughout December. 


New Financing 


The principal part of the new security offerings dur- 
ing December represented the quarterly financing of the 
United States Treasury. On December 15, the Treasury 
sold an issue of $992,000,000 of one year 214 per cent 
certificates of indebtedness. On that date, there were 
maturities of two issues of Treasury certificates aggregat- 
ing $728,000,000, of which $608,000,000 were exchanged 
for the new certificate issue under the preferred allot- 
ment granted by the Treasury for exchanges, leaving 
$120,000,000 to be redeemed for cash. In addition, De- 
cember interest payments on the public debt due on the 
15th totaled about $110,000,000. Treasury security offer- 
ings during December also included three issues of 91 
day Treasury bills totaling $300,000,000, which replaced 
bill maturities of $250,000,000 and also provided some 
new funds. These issues were sold at average rates of 
0.60 to 0.74 per cent, which represents a further increase 
over the November yields, accompanying a general rise 
in short term money rates on the approach of the holi- 
day and year-end period. 

Public offerings of securities other than United States 
Government issues continued in small volume in Decem- 
ber, although there was some increase from the exceed- 
ingly small amount offered in November. This increase 
was due entirely to a $25,000,000 serial bond issue of the 


Commonwealth of Pennsylvania and a $14,250,000 issue 
of short term Federal Intermediate Credit Bank deben- 
tures. issues were in the State and municipal 
category, aside from a few small distillery and brewery 
stock issues. 


Foreign Exchange 


The dollar was steadier in the international exchange 
markets during December than in any month since last 
March. Quotations fluctuated around an average dis- 
count of about 36 per cent in terms of the French france, 
as is shown in the accompanying diagram. After widen- 
ing from 36.3 per cent on December 1 to 36.8 per cent 
on the 5th, the discount was reduced temporarily to 34.7 
per cent on the 13th, but by December 18 the discount 
had again risen to 36.7 per cent. An irregular decline 
in the discount occurred thereafter, the quotation for 
dollar-frane exchange on December 28 being a discount 
of 35.5 per cent. The dollar also exhibited considerable 
stability in terms of sterling. The pound, as the diagram 
also indicates, was maintained throughout the month at 
a discount from gold parity of about 32 per cent, as com- 
pared with an average of 36 per cent for the dollar. 

The price at which the Reconstruction Finance Cor- 
poration would buy domestically mined gold remained 
unchanged at $34.01 from December 1 to 18 when it was 
raised to $34.06. Thereafter, this price was not altered 
through December 29. 


Closing Cable Rates at New York 


Dec. 31, 29, 1933 
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Gold Movement 


During the month of December there was virtually no 
change in the monetary gold stock of the United States, 
as the only transactions affecting it were the export of 
$199,000 of gold to France, $106,000 to Switzerland, and 
$5,000 to Guatemala. Reductions in gold held under ear- 
mark at this bank for foreign account amounted to $11,- 
978,000, of which $8,776,000 was exported to Switzerland, 
but these transactions were without effect upon the mone- 
tary gold stock of this country. 

Reconstruction Finance Corporation purchases of 
newly mined domestic gold under the Executive Order 
of October 25 were reported by the Chairman of the 
Corporation to have reached by December 28 a total of 
560,000 fine ounces, at a cost of $18,785,000. 


Central Bank Rate Changes 


Effective December 11 the discount rate of the Bank 
of Italy was lowered from 31% to 3 per cent. Prior to 
1933, the rate of this bank had at no time been below 
5 per cent since its foundation in 1893. Also on the 11th 
the Bank of Portugal rate was reduced from 6 to 514 
per cent, the lowest rate since January 1914. On the 
20th the Bank of Finland lowered its discount rate from 
5 to 4% per cent, the lowest since January 1912. 


Production and Trade in 1933 


A preliminary estimate by this bank of the volume 
of production and trade during 1933 indicates that an 
increase of about 10 per cent occurred over the aggre- 
gate for the year 1932, reflecting the rapid expansion 
in many lines of business after the banking holiday, only 
part of which was lost subsequently. The extent of the 
recovery for the year as a whole, relative to the decline 
of the previous three years, is indicated in the accom- 
panying diagram. This diagram shows this bank’s final 
estimates of the level of production and trade for each 
year since 1919 as computed from data on over 200 busi- 
ness series, and also the preliminary estimates for each 
year based on figures for those principal groups of data 
which are available more promptly, and have been found 
to give reasonably close indication of the movements in 
the complete data. The series used for the preliminary 
estimates include production of manufactures and min- 
erals, agricultural production, railroad loadings of mer- 
chandise and miscellaneous freight, and construction 
contracts. Actual data for at least the first 11 months 
of 1933 were used for each series with estimates for 
the remaining portion of the year. 


The recovery in general production and trade between 
1932 and 1933 appears to have been the most marked 
in manufacturing activity, notably output of semi- 
finished goods, and there was also a sizable rise in the 
output of minerals. The indications are that the volume 
of general trade, however, was not materially different 
in 1933 than in 1932, as the movement of merchandise 
and miscellaneous freight over the railroads, a series 
which gives a broad measure of the distribution of 
goods, averaged very nearly the same as in the previous 
year. Agricultural production in quantity showed 
a further decline in 1933, although the decrease was 
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only about one-half that of 1932. The total volume of 
building and engineering construction also did not equal 
that of 1932, despite the placing of large contracts for 
public works in the closing months of the year; the 
decline of around 6 per cent was very moderate, how- 
ever, as compared with the drop of more than 50 per 
cent in 1932 from the previous year. 


Value of Crops 


The total value of field and truck crops produced 
during 1933 was $4,100,000,000, according to an estimate 
of the Department of Agriculture, based on December 1 
farm prices for late crops and on seasonal averages for 
crops already marketed. This estimated value, which in- 
eludes crops actually marketed and also crops directly 
consumed on the farm for feed and other purposes, repre- 
sents an increase of $1,200,000,000, or 42 per cent, over 
the 1932 figure, but is only one-half of the estimated crop 
value of 1929. The combined production of ten principal 
crops, which account for nine-tenths of the total har- 
vested acreage, was 18 per cent below the previous year’s 
harvest and was the smallest in thirty years, and the 
large increase in total value, therefore, was solely the 
result of the substantial advance in the prices of several 
important crops. The largest increases in total crop 
value from 1932 to 1933 occurred in cotton, tobacco, 
wheat, corn, and potatoes. 


Employment and Payrolls 


A decrease in private employment of somewhat larger 
than seasonal proportions occurred during the period 
from the middle of October to the middle of November. 
In manufacturing industries working forces were re- 
duced in keeping with the decline in industrial activity, 
and the seasonally adjusted index of factory employment 
computed by the Federal Reserve Board was 2 per cent 
lower in November than in October. The largest declines 
in factory working forces were reported in the textile, 
leather, and iron and steel industries. The number of 
workers employed on farms and railroads was reduced in 


